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Financial Highlights 


1975 1974 1973 


Net Sales. 

$138,250,075 

128,299,707 

98,918,466 

Net Income Betore Taxes. 


23,130,430 

18,464,552 

18,367,723 

Provisions for Income Taxes. 


11,226,295 

8,562,853 

8,632,223 

Net Earnings After Income Taxes. 

$ 

11,904,135 

9,901,699 

9,735,500 

Number of Shares Outstanding. 


19,110,034 

19,106,034 

18,998,734 

Depreciation Charged to Operations . . 

$ 

2,258,668 

1,985,629 

1,649,640 

Per Share 





Net Income Betore Taxes. 

$ 

1.21 

.97 

.97 

Provisions for Income Taxes. 


.59 

.45 

.46 

Net Earnings After Income Taxes. 

$ 

.62 

.52 

.51 


Net Sales 


Earnings Per Share 



CLEVELAND PUBLIC LIBRARt 
BUSINESS INF. BUR. 
CORPORATION FILE 


Annual Meeting Contents 


The annual meeting of stockholders 
will be held at 10:00 a.m. on April 20, 
1976 in our international headquarters 
offices at 5523 Mockingbird Lane, 
Dallas, Texas. A formal notice of this 
meeting, together with proxy and proxy 
statements, was mailed with this report 
on or about March 7, 1976 at which 
time proxies were solicited by the 
management. The record date for the 
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Distribution of Revenue 



Retained in business 4 V 4 % 
Dividends 4 V 4 % 

Other operating expenses 2Vi% 

Depreciation 

and maintenance 2Vi% 

Taxes on income 8 V 4 % 

Payrolls 9 % 

Promotion, advertising 
and expansion 16 V 2 % 

Raw materials 
and packaging 52 3 / 4 % 
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President’s Message 


1975 was another record year for your 
Company as figures in this report will 
show. Net sales rose to $138,250,075 
from $128,299,707 in 1974 for an 
increase of 8 percent. Net earnings were 
ahead 20 percent, $11,904,135 and 
$.62 per share against $9,901,699 and 
$.52 per share the year previous. 

The Company increased its dividends 
to shareholders payable December 1, 
1975 by 20 percent. This represents the 
14th consecutive year in which the 
Company has increased its dividend rate 
at least once. We feel this record 
establishes beyond any doubt the 
Company’s desire to increase payments 
to shareholders at a rate commensurate 
with our rate of growth and good 
business. 

During the calendar year of 1975 
Dr Pepper moved into a stronger 
competitive position nationally through 
improved distribution and availability. 
Although the soft drink market 
weakened, Dr Pepper continued to 
demonstrate its growth potential which 
we believe exceeds that of any other 
brand on the market. 

Sugar Free Dr Pepper made 
exceptional gains outdistancing the 
rapidly growing diet market. Dr Pepper 
totally showed a gain with a new all-time 
high in share of market. 

This marks the eighteenth consecutive 
year in which Dr Pepper has shown an 
increase in unit sales, thus maintaining 
our growth record of about three times 
that of the soft drink industry during this 
period. 

In October, after many years of 
research and market testing, we 
approved the use of a blend of sucrose 
and high fructose corn syrup on a 50/50 
basis which will have a very positive 
impact on reducing our sweetener costs 


and those of our bottlers as well. 

For the past several years we have 
been responding to the challenge of 
selling Dr Pepper in territories where 
Dr Pepper was not yet well established. 

I am pleased to report that 1975 was a 
year in which many of our relatively new 
franchised bottlers learned that 
Dr Pepper will perform well when it 
receives the benefit of aggressive 
marketing support. These bottlers are 
now directing greater effort toward 
expanding distribution of Dr Pepper and 
making it a more viable phase of their 
business. 

Our marketing people devoted much 
time and study during the year planning 
for 1976. Members of our top 
management team spent many weeks in 
the field with division and zone 
managers, calling on bottlers to learn 
first-hand what can be done to 
strengthen Dr Pepper’s position in the 
market. These contacts paid good 
returns in bottler goodwill and helped us 
plan more constructively. 

Our four company-owned bottling 
plants in Texas, located in Waco, Dallas, 
Fort Worth and San Antonio, had 
excellent sales performances with unit 
volume well ahead of 1974. Our Waco 
market again ranked as the highest per 
capita Dr Pepper consuming area in the 
world. 

Sales in the Dallas-Fort Worth 
metroplex have grown to such extent 
that present production facilities are near 
maximum capacity. In view of this a new, 
larger, more efficient bottling operation is 
being planned. Land has been acquired 
for the new plant with completion of the 
initial phase of construction set for 1978. 
Since plans are not complete, final cost 
figures are not available but we 
anticipate no difficulty in financing 









internally the construction of this new 
operation. 

Proceedings continue in the 
complaints filed by the Federal Trade 
Commission in July, 1971, against the 
Coca-Cola Company, Pepsi-Co., Inc., 

Dr Pepper Company and other soft drink 
companies, attacking the validity of 
territorial restrictions in bottlers' 
contracts. The case involving the 
Coca-Cola Company was decided in 
favor of the Coca-Cola Company by an 
administrative law judge who found the 
territorial restrictions to be valid and to 
promote competition. An appeal of the 
case by the FTC complaint counsel is 
pending before the Federal Trade 
Commissioners. No other cases will be 
tried pending the final outcome. 

The California lawsuit brought by 
H & M Sales Co., Inc., and Mae-Con 
Enterprises, Inc., against Dr Pepper 
Company was settled for $5,000. 

We have always had a strong and 
active Board of Directors and feel we 
have made great strides in further 
strengthening our Board this past year 
by adding E. Burke Giblin, Chairman and 
Chief Executive officer of 
Warner-Lambert Company, a large 
pharmaceutical firm. Also, the most 
recent addition of Pat W. McNamara, Jr., 
owner and operator of the Dr Pepper 
Bottling Companies at Lubbock and 
Plainview, Texas, brings further strength 
and balance to our Board as we feel it 
is important to have the bottler point of 
view represented on our Board. 

Each year we talk about the people in 
our company. We believe our greatest 
responsibility is building a strong 
management team with capable 
back-ups for each position to enable our 
company to continue to capitalize on the 
tremendous growth potential available to 


Dr Pepper for the years to come. In 1975 
we exchanged positions and 
responsibilities of our two executive vice 
presidents, Frederick F. Avery and Joe 
K. Hughes, in order to give each a 
broader experience in every phase of 
company activities. We are pleased with 
the short-term results of this move, and 
enthusiastic that benefits will continue in 
the developing of all our people as well 
as the two individuals involved. 

In summing up the continuing progress 
Dr Pepper is making, we are again 
reminded that all of this comes about 
through the dedicated effort and 
leadership of many people. We consider 
teamwork between our Company and our 
bottlers a key to much of our progress. 
We believe the right combination of 
these ingredients has contributed to 
Dr Pepper’s success and we continue to 
regard these of primary importance. 

As you know your Company has no 
long-term debt and you will be pleased 
to note from this report that the liquidity 
of the Company has greatly improved 
even though it has always been very 
strong in this phase of our operation. 

1976 will be an historic year for 
America. It is our Bicentennial year and 
a national election year which calls for 
important decisions in business, in 
industry and in our country. The course 
of events this year will determine our 
future next year and in the years to 
follow. 

As business leaders we can make our 
greatest contribution to the future by 
upholding the great American principles 
on which our nation was founded and 
which have enabled us to become a 
great industrial power in the world. Two 
of our cornerstones are the free 
enterprise system and our democratic 
form of government. Our Company and 


its management are dedicated to the 
protection of both. We believe America’s 
future depends upon the survival of 
these two systems. We believe that 
corporations have a responsibility, just 
as individuals, to maintain the strength of 
our economy and the welfare of our 
people. 

We express appreciation and thanks to 
our directors, employees, bottlers, 
customers, consumers and to our 
stockholders for continued confidence 
and support. We are convinced that 
Dr Pepper’s growth potential is still 
relatively untapped and that there are 
many great opportunities ahead for your 
Company. 

W. W. Clements 

Chairman of the Board and President 









































Marketing 


It should be noted we are a consumer 
oriented company. Thus, our marketing 
objectives are to make Dr Pepper 
available wherever the consumer can 
buy soft drinks and particularly, where 
he buys it a single drink at a time. 

Marketing soft drinks has become a 
highly sophisticated business. We've 
seen innovations in manufacturing, 
packaging, distribution and accounting 
which were unheard of in our industry 
twenty years ago. We produce soft 
drinks today at a rate of 1,000 to 1,500 
per minute, deliver them to dealers in 
transport loads of 1,000 cases and serve 
a thousand or more drinks from a single 
post-mix dispenser using no more than 
ten square feet of floor space. One route 
salesman, with the aid of modern bulk 
delivery equipment and pre-selling 
methods, sets off as many as 1,000 
cases in a single day. 

These are only a few of the advances 
that reflect the progress in our industry. 
In spite of this progress, there are still a 
few basics of marketing Dr Pepper that 
are no different than they were two 
decades ago. We have not lost sight of 
these basics and continue to give them 
top priority. Simply stated they are: 
Perfect Product, Distribution and 
Availability, Continuous Sampling, 
Point-of-Sale Advertising and Media 
Advertising. 

In 1975 we centered our activity in 
three main areas; advertising, 
promotions and special events. Each 
was major in importance and geared for 
results within different segments of our 
market. 

The majority of our marketing was 
planned to include participation with our 
bottlers. Together our programs are 
more economical and bring greater 
impact at the point of sale. 


Much of the progress from our 
program is credited to the cooperative 
advertising and promotion between our 
Company and our more than 500 
bottlers. This becomes more significant 
each year in view of the extent of 
multi-franchise operations which are 
responsible for marketing several major 
brands. These are large, well managed 
companies and, in many instances, part 
of a chain of bottling plants serving 
many markets. 

ADVERTISING 

Young & Rubicam International, Inc., 
provided the creative background for our 
advertising. The results of their work met 
with enthusiasm from our bottlers and 
brought good response from our 
customers. 

Our total marketing plan for the year 
was unveiled to our bottlers in a meeting 
held in Los Angeles in September 1974. 
The theme for our 1975 advertising was 
"Dr Pepper The Most Original Soft Drink 
Ever.” It logically followed the previous 
year's "Misunderstood" theme by 
pointing out that Dr Pepper is still the 
most unique and distinctive flavor among 
all soft drink brands. 

Following a plan which has been used 
successfully in the past, our marketing 
people prepared tailor-made programs 
for each franchise bottler and his 
distribution area. These programs were 
based on research and the stage of 
Dr Pepper development of each 
respective area. The plan for each 
market was presented to the bottler and 
his staff by Dr Pepper sales personnel 
who also had a hand in its development. 

Advertising was scheduled for 
exposure in all major media including 
TV, radio, magazines, billboards and 
newspapers. One criteria in the program 


was to increase advertising effectiveness 
in highly developed markets. TV 
commercials had a new, original format 
featuring dramatic mini-musicals with a 
selling theme celebrating the product. 
Originality again distinguished Dr Pepper 
commercials from those of other brands, 
both on TV and radio which featured 
some of the top name entertainers. 

Starting off was a New Year’s Eve 
special over ABC starring Chicago, The 
Doobie Brothers, Olivia Newton-John 
and The Beach Boys. Other 
Dr Pepper-sponsored programs included 
the Grammy Awards in March, the Emmy 
Awards in May, a series of summer 
music specials, the Miss Teenage 
America Pageant in November and a 
flight of commercials on NBC’s Friday 
night series The Midnight Special. The 
Adventures of Huckleberry Finn, a 
90-minute adaption of Mark Twain's 
classic story, was telecast March 25 over 
ABC. 

Greater emphasis was placed on 
Sugar Free Dr Pepper advertising and 
promotion in 1975 using a new theme 
line, "It Tastes Too Good To Be True." 

In view of the dramatic growth of this 
product, and the unique advantages it 
offers bottlers, we built a complete 
campaign around Sugar Free Dr Pepper. 
Sales results indicate this was good 
strategy and suggests we repeat with 
strong promotions on Sugar Free 
Dr Pepper. 

Another important segment of our 
1975 advertising was point-of-sale 
materials. Bottlers were offered a 










complete program for the placement of 
promotional signs for indoor and outdoor 
locations, including both illuminated and 
non-illuminated. To give permanency 
and gain maximum results from this 
program, a process of continuous 
placements was recommended to 
bottlers. 

Point-of-sale materials included a 
variety of items such as clocks, menu 
boards and calendars, much of it 
permanent in nature. Many items were 
adaptable for use in fountain outlets and 
in the growing number of fast food 
service accounts where Dr Pepper is 
gaining new distribution. 

From market research studies done 
last year we will direct more effort to 
promoting Dr Pepper sales on a 
one-to-one basis. This process 
importantly affects distribution and 
availability in the home-market. Overall 
activity will be accelerated again in 
1976, with the advertising budget about 
20 percent above last year. 

PROMOTIONS 

Dr Pepper marketing was strongly 
oriented toward incentives and 
promotions during the year. Four fast 
food promotions were conducted 
beginning with a Dr Pepper Fun Club for 
youngsters. Others, supported by 
incentives, included tie-ins with "Flags of 
the USA," offering drinking cups 
illustrated with early day flags. 
"Endangered Species Wildlife" coasters, 
customized point-of-sale items 
mentioning Dr Pepper and selected 
menu board displays completed the 
assortment. 

Packaged premium promotions 
featured needlepoint designs, recipes 
from the company’s consumer service 
department and colorful "Earth” design 



Trevino 

(TV commercial) 


Shore Leave 
(TV commercial) 





Penthouse 
(TV commercial) 

























Sweet dream 
(outdoor poster) 


Rain Dance 
(TV commercial) 


Punch & Judy 
(TV commercial) 


King of Beverages 1900 
(outdoor poster) 
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HISTORIC OFFER 


T-shirts. Others were an old fashioned 
Picnic Americana, a Dr Pepper can offer 
and one featuring HOT Dr Pepper. 

A bottler sales promotion, with travel 
incentive awards, brought good results. 


The year 1975 presented Dr Pepper 
bottlers and salesmen numerous 
opportunities to capitalize on Dr Pepper 
through these selling promotions. 
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Dr Pepper Picnic Americana 


Red carpet treatment for customers 

























Seven Heavenly Recipes made with Dr Pepper 


For these and other interesting recipe ideas write: 

Consumer Service Department 
Dr Pepper Company 
P. O. Box 5086 
Dallas, Texas 7 5222 
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Present day bottling capable of turning out a thousand bottles per minute 


VENDING 

Vending again was important in our 
marketing and incentives were used 
successfully to stimulate activity in this 
area. One incentive that brought results 
was a dollar savings offered bottlers 
through their purchases of Dr Pepper 
identified vending and dispensing 
equipment. 

Our total market development calls for 
extensive availability of Dr Pepper in the 
“cold bottle" accounts. Equipment 
manufacturers have provided valuable 
service to our industry by continually 
improving the vending and dispensing 
equipment needed to achieve this 
availability. Our program is to utilize to 
the fullest extent possible all of these 
sales tools in our merchandising effort. 

A rapid growing area for soft drink 
sales is through fast food establishments 
where Dr Pepper availability has 


improved significantly. The increasing 
number of drive-in food service outlets, 
run by some of the nation's largest 
chains, points up the sales potential in 
these accounts most of which use 
post-mix dispensing equipment. 

PACKAGING 

A prime marketing area is packaging 
which is important in creating the 
Dr Pepper image. Our objective is to 
continually improve the availability of 
Dr Pepper in the important package 
sizes in our industry. 

No significant changes were made in 
package designs, however, display racks 
and package merchandisers were used 
more extensively. Bottlers added new 
packaging, particularly 16, 32 and 64 
ounce size bottles which are gaining 
acceptance with consumers. Dr Pepper 
can sales accounted for greater volume 
as consumers continue to favor this 
package for its convenience. 


Last year we reported that packaging 
was a big factor in the sale of Dr Pepper 
as it is with all soft drinks. We give credit 
to our bottlers for adding more new 
package sizes to their line during the 
year which made Dr pepper more 
competitive. Indications are this trend 
will continue as consumers lean more 
toward the larger, economy size bottles. 

INTERNATIONAL 

In 1975 we expanded our international 
operations with 22 foreign bottlers now 
serving markets in Japan, Guam, Puerto 
Rico, Canada and the Bahama Islands. 

In 1976 we expect to add others as 
opportunities permit. 

New progress was made in the 
Canadian market where three large 
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Dominance at point of sale 




Dr Pepper concession stand in Tokyo 
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Cathy Durden, Honolulu, Hawaii (left), 
joins W. W. Clements, Dr Pepper 
Chairman and President, to enjoy 
Dr Pepper after being chosen Miss 
Teenage America for 1976. Scene from 
the national telecast (below) during Miss 
Teenage America Pageant in Tulsa, 
Oklahoma. 



population areas were franchised for 
Dr Pepper. The new distribution points 
are Vancouver, B.C., Kitchener, Ont., 
and Chatham, Ont. 

In Japan Dr Pepper sales were below 
our targeted objectives for the year due 
largely to the country’s sagging 
economy. Marketing and promotion will 
be accelerated in the Japanese markets 
during 1976 as will our franchising 
activity. 

SPECIAL EVENTS 

An area of marketing which adds 
significantly to the Dr Pepper image is 
special events. During 1975 Dr Pepper 
sponsored floats participated in eight 
national parades including the 
Tournament of Roses, Pasadena; Cotton 
Bowl, Dallas; Orange Bowl, Miami; 
Gasparilla, Tampa; Kentucky Derby, 
Louisville; Indy 500, Indianapolis; Canton 
Hall of Fame, Canton, Ohio; and Macy*s 
Thanksgiving Day Parade, New York. 
Total viewing audience, including live 
and over national TV, amounted to 
several million people. 

One major event, sponsored by 
Dr Pepper, is the Miss Teenage America 
Pageant, which was televised from 
















I 


beautiful Oral Roberts University in Tulsa 
on November 15 over NBC. The 
program captured a large audience and 
a TV rating of 35. 

The full impact of the Miss Teenage 
America program, however, is year-long 
with the title holder making many 
appearances as a youth representative 
for Dr Pepper. In her role as MTA she 
speaks to large audiences of young 
people on such subjects as ecology and 
free enterprise. 

This program, now in its sixteenth 
year, has been a valuable medium for 
reaching the vast youth market. 

In summary, three marketing 
objectives were accomplished during the 
year. Distribution and availability of ' 

Dr Pepper to consumers was improved; 
advertising and promotions strengthened 
Dr Pepper's market position and " 

Dr Pepper’s vertical sales in many long 
established markets continued to show 
marked gains. 

Already ranked fourth nationally 
among the major soft drink brands, 

Dr Pepper gained in share of market as 
reflected in both A. C. Neilsen figures 
and in per capita figures for the year. 





Orange Bowl Parade—Miami 
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Macy^s Thanksgiving Day Parade—New York 


Point-of-Sale, circa 1900. 







































































Consolidated Balance Sheets 


Dr Pepper Company 
and Subsidiaries 


December 31, 1975 and 1974 

Assets 

Current assets: 

Cash. 

Marketable securities — at cost, which approximates market . . . 

Receivables: 

Trade accounts (net of allowance for doubtful 

receivables of $258,111 in 1975 and $209,463 in 1974) . . . . 

Other notes and accounts. 

Inventories — at lower of cost (first-in, first-out) or market: 

Finished products. 

Raw materials and supplies. 

Prepaid expenses. 

Total current assets. 

Marketable securities held for investment — at cost, approximate 

market value of $4,826,000 in 1975 and $7,340,000 in 1974 . . . . 

Notes receivable and other investments. 

Property, plant and equipment — at cost: 

Land. 

Buildings and improvements. 

Machinery, equipment and furniture. 

Less accumulated depreciation. 

Net property, plant and equipment. 

Formulae, trademarks and goodwill — at cost or nominal value . . . 


Liabilities and Stockholders’ Equity 

Current liabilities: 

Accounts payable and accrued expenses. 

Federal and state income taxes . 

Total current liabilities. 

Stockholders' equity: 

Common stock without par value. Authorized 25,000,000 shares; 
issued 19,110,034 shares in 1975 and 19,106,034 shares in 1974 

Retained earnings. 

Total stockholders’ equity. 


1975 

1974 

$ 145,276 

21,676,451 

364,141 

4,790,445 


7,137,317 

7,509,935 

452,976 

1,605,048 

2,152,623 

2,046,557 

2,209,723 

3,682,058 

1,990,119 

3,548,258 

35,764,485 

23,546,442 

5,573,586 

8,156,618 

738,243 

1,260,829 

1,951,050 

1,951,050 

6,385,146 

6,102,342 

18,126,276 

16,478,513 

26,462,472 

24,531,905 

10,421,632 

9,171,248 

16,040,840 

15,360,657 

270,910 

270,910 

$58,388,064 

48,595,456 


$ 6,321,455 

4,884,550 

2,505,819 

73,469 

8,827,274 

4,958,019 

7,668,732 

7,630,732 

41,892,058 

36,006,705 

49,560,790 

43,637,437 

$58,388,064 

48,595,456 


See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Dr Pepper Company 

Earnings and Retained Earnings and Subsidiaries 


Years ended December 31, 1975 and 1974 


1975 


Net sales. 

Cost of sales. 

Gross profit. 

Administrative, marketing and general expenses . 

Operating profit. 

Other income, net. 

Earnings before income taxes . 

Federal and state income taxes. 

Net earnings. 

Retained earnings at beginning of year . . . . 

Dividends paid — $.31Vs> per share in 1975 and 

$.28 per share in 1974 . 

Retained earnings at end of year. 

Earnings per share. 


$138,250,075 

77,831,275 

60,418,800 

37,702,958 

22,715,842 

_ 414,588 

23,130,430 

11,226,295 

11,904,135 

36,006,705 

47,910,840 

6,018 J82 
$ 41,892,058 

$ .62 


1974 

128,299,707 

74,659,678 

53,640,029 

36,297,111 

17,342,918 

1,121,634 

18,464,552 

8,562,853 

9,901,699 

31,452,612 

41,354,311 

5,347,606 

36,006,705 

.52 


See accompanying notes to consolidated financial statements. 













































Consolidated Statements of 
Changes in Financial Position 


Dr Pepper Company 
and Subsidiaries 


Years ended December 31, 1975 and 1974 


Sources of working capital: 

Net earnings. 

Add depreciation which did not require working capital . 

Working capital provided by operations . 
Issuance of 4,000 shares of common stock in 1975 

and 107,300 shares in 1974 . 

Decrease in marketable securities held for investment . 
Decrease in notes receivable and other investments . . 

Decrease in formulae, trademarks and goodwill . . . . 


Uses of working capital: 

Dividends on common stock. 

Additions to property, plant and equipment. 

Increase in marketable securities held for investment . . 

Increase (decrease) in working capital . 

Changes in components of working capital: 

Increase (decrease) in current assets: 

Cash and marketable securities. 

Receivables. 

Inventories. 

Prepaid expenses . 

Increase (decrease) in current liabilities: 

Accounts payable and accrued expenses. 

Federal and state income taxes. 

Increase (decrease) in working capital . 


1975 

1974 

$ 11,904,135 

9,901,699 

2,258,668 

1,985,629 

14,162,803 

11,887,328 

38,000 

913,250 

2,583,032 

— 

522,586 

518,496 

— 

2,000 

17,306,421 

13,321,074 

6,018,782 

5,347,606 

2,938,851 

6,049,692 

— 

8,156,618 

8,957,633 

19,553,916 

$ 8,348,788 

(6,232,842) 


$ 

16,667,141 

(13,865,525) 


(1,524,690) 

2,435,159 


(1,366,269) 

2,674,176 


(1,558,139) 

233,928 


12,218,043 

(8,522,262) 


1,436,905 

(1,121,959) 


2,432,350 

(1,167,461) 


3,869,255 

(2,289,420) 

$ 

8,348,788 

(6,232,842) 


See accompanying notes to consolidated financial statements. 
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(1) Summary of significant accounting 

policies 

The consolidated financial 
statements comprise the accounts of 
the Company and its subsidiaries, all 
of which are wholly owned. All material 
intercompany accounts, transactions 
and profits have been eliminated. 

The Company has a 50% interest 
in Dr Pepper Japan, Ltd., a joint venture 
marketing Dr Pepper in Japan. 

Dr Pepper Japan, Ltd. has a fiscal year 
ending November 30 and Dr Pepper 
Company accounts for its investment 
by the equity method. The investment 
and results of operations are not 
significant to Dr Pepper Company. 

The Company and its subsidiaries 
provide for depreciation of property, 
plant and equipment acquired prior to 
1974 on a straight-line basis for both 
financial and Federal income tax 
reporting. For Federal income tax 
purposes an accelerated depreciation 
method is being used for subsequent 
additions. Deferred Federal income 
taxes, investment tax credits and state 
income taxes are not significant. The 
Company uses the inventory method of 
accounting for returnable containers. 

Earnings per share of common 
stock are based on the number of 
shares outstanding at the end of 
each year. 


Notes to Consolidated 
Financial Statements 

(2) Marketable securities 

Marketable securities included in 
current assets at December 31,1975, 
consist of United States Treasury Bills, 
$19,167,547, City of New York general 
obligation bonds due May 1, 1976, with 
approximate cost and par value of 
$2,000,000 and other municipal bonds 
due in 1976. Noncurrent marketable 
securities at December 31, 1975, 
consist of preferred stocks, $2,405,694, 
City of New York general obligation 
bonds due in 1977 and 1978, with 
approximate cost and par value of 
$1,000,000 and other municipal bonds 
due on or before January 1,1979. 

The Company has obtained 
insurance on its municipal bond 
portfolio except for the City of New 
York general obligation bonds. The 
insurance provides for coverage of 
each bond at its par value plus accrued 
interest. The Company has the ability 
and the intent to hold the bonds to 
maturity. 

(3) Stock option plan 

The Company has in effect a 
qualified stock option plan under which 
the Board of Directors may grant 
options to selected employees to 
purchase common stock of the 
Company. The exercise price of options 
granted under the plan may not be less 
than the quoted market price at date 
of grant; and the options expire five 
years from date of grant. At December 
31,1975 options were outstanding to 
purchase 100,500 shares (117,200 
shares in 1974) at prices ranging from 
$10.75 to $27.75 per share ($2,073,138 
aggregate). Of the outstanding options, 


Dr Pepper Company 
and Subsidiaries 

58,970 shares are currently exercisable 
(43,910 shares in 1974). During 1975 
options were exercised for 4,000 shares 
at $9.50 per share ($38,000 aggregate); 
and during 1974 options were 
exercised for 107,300 shares at prices 
ranging from $8.50 to $9.50 per share 
($913,250 aggregate). At December 31, 
1975 there were 73,850 unoptioned 
shares available for option under the 
plan. 

(4) Pension Plan 

The Company and its subsidiaries 
provide a funded pension plan for 
employees. Effective January 1, 1975, 
the companies converted their prior 
pension plan to a plan which conforms 
to the current provisions of the 
Employee Retirement Income Security 
Act of 1974. In 1974 the pension plan 
had a June 30 year end and total 
pension expense was $428,000. In 
connection with the change in the plan, 
the plan year end was changed to 
December 31 and 1975 pension 
expense (for six months) aggregated 
$219,000, which includes amortization 
of past service cost over a period of 
40 years. The companies expect to 
continue the plan indefinitely but have 
the right to discontinue it at any time. 
The assets of the plan exceeded the 
actuarially computed vested benefits 
as of December 31, 1975 and 1974. 
Unfunded past service costs amounted 
to approximately $2,100,000 at 
December 31, 1975. 
















Accountants’ Report 


The Board of Directors 
Dr Pepper Company: 

We have examined the consolidated 
balance sheets of Dr Pepper Company 
and subsidiaries as of December 31, 
1975 and 1974 and the related 
consolidated statements of earnings 
and retained earnings and changes in 
financial position for the years then 
ended. Our examination was made in 
accordance with generally accepted 
auditing standards, and accordingly 
included such tests of the accounting 
records and such other auditing 
procedures as we considered 
necessary in the circumstances. 

In our opinion, the aforementioned 
consolidated financial statements 
present fairly the financial position of 
Dr Pepper Company and subsidiaries 
at December 31, 1975 and 1974 and 
the results of their operations and the 
changes in their financial position for 
the years then ended, in conformity 
with generally accepted accounting 
principles applied on a consistent 
basis. 


Dallas, Texas 
January 30, 1976 
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Summary of Five Year Operations 



1975 

1974 

1973 

1972 

1971 

Net Sales. 

/ 

Cost of Sales. 

$138,250,075 

77,831,275 

128,299,707 

74,659,678 

98,918,466 

50,791,111 

82,037,876 

38,859,902 

67,769,898 

30,582,576 

Gross Profit. 

Administrative, Marketing and General Expenses . 

. . 60,418,800 
. . 37,702,958 

53,640,029 

36,297,111 

48,127,355 

31,262,480 

43,177,974 

28,343,000 

37,187,322 

25,148,251 

Operating Profit. 

Other Income, Net. 

. . 22,715,842 

414,588 

17,342,918 

1,121,634 

16,864,875 

1,502,848 

14,834,974 

847,108 

12,039,071 

897,306 

Earnings Before Income Taxes. 

Federal and State Income Taxes. 

. . 23,130,430 
. . 11,226,295 

18,464,552 

8,562,853 

18,367,723 

8,632,223 

15,682,082 

7,492,841 

12,936,377 

6,051,602 

Net Earnings. 

$ 11,904,135 

9,901,699 

9,735,500 

8,189,241 

6.884,775 

Earnings Per Share. 

$ .62 

.52 

.51 

.43 

.37 


Management Comments 

Net sales of $138,250,075 in 1975 
represents a record and a 7.76 percent 
increase over 1974. The increase 
reflects both higher sales volume by 
Dr Pepper Company and its 
subsidiaries and higher average selling 
prices of their respective products. The 
increase in 1975 was not as large as 
the 29.70 percent increase in net sales 
for the year 1974. This was primarily 
due to the reduction in prices during 
the latter part of 1975 as the 
corresponding costs of raw materials 
began to decrease from their 1974- 
1975 highs. Net sales in 1974 increased 
because of increased sales volume, as 
well as increases in selling prices to 
offset significant increases in cost of 
raw materials. 

Cost of sales in 1975 increased only 
4.25 percent over 1974 as compared 


to the 46.99 percent increase in the 
cost of sales for 1974 over 1973. The 
reasons for these results were the 
significant increases in ingredient and 
material costs in 1974 which 
subsequently declined in cost in 1975. 
The most significant ingredient cost 
change was for sugar which decreased 
over 70 percent on the commodity 
markets during 1975. Of increasing 
importance during 1975 and offering 
future promise for reduced sweetener 
costs was the increased usage of corn 
derivative sweeteners to supplement 
cane and beet sweeteners. The 
unreasonably high prices which were 
charged for cane and beet sweeteners 
have been largely responsible for 
research into other alternative sweeteners 
which should help keep future 
sweetener prices at reasonable levels. 
















































Administrative, marketing and 
general expenses increased 3.87 
percent in 1975 over 1974 and 16.10 
percent in 1974 over 1973. Increases 
in this category generally reflect the 
cost of doing business and reflect 
increases in personnel, salaries, and 
the inflationary impact on general 
expense items. In 1975 the increase 
was held to a minimum due to stringent 
budgetary and cost controls. 

Other income decreased in 1975 by 
$707,046 from 1974. This category was 
also down $381,214 in 1974 as 
compared to 1973. The prime reason 
for the decreases was not reduced 
income from the Company’s 
investments but from the continuing 
costs of establishing a market for 
Dr Pepper in Japan. Also, in 1975 the 
disposal of some obsolete equipment 
at a loss and a provision for taxes which 
were assessed for prior years 
decreased other income. 

Federal and state income taxes 
increased by 31.10 percent in 1975 
over 1974. This increase is due mainly 
to the increase in earnings before 
income taxes. The effective tax rate in 
1975 also increased to 48.53 percent 
as compared to 46.37 percent in 1974. 
Items contributing to the increase 
include an increase in the provision for 
state income taxes, reduction in tax 
exempt investment income, and not 
receiving a tax benefit for losses 
incurred by Dr Pepper Japan, Ltd. 

Net earnings in 1975 increased by 
20.22 percent over the prior year’s 
amount. This accomplishment was a 
culmination of all the previously 
discussed items. One principal reason 
for this improvement was the ability of 
the Company to change prices of its 


products in line with corresponding 
ingredients and materials cost 
fluctuations. Consequently, profit 
margins increased to 8.61 percent in 
1975 as compared to 7.72 percent in 
1974. Although the Company was 
unable to return to the profit margin of 
9.84 percent in 1973, which occurred 
prior to 1974’s surge in ingredient 
and material costs, it plans to return 
to former profit margins as soon as 
judiciously possible. 

The last decade of growth in your 
Company essentially has resulted from 
internal growth which was internally 
financed. These practices have 
resulted in a total dedication and 
minimal outside intervention in building 
Dr Pepper into the fastest growing 
major soft drink in the U.S.A. For the 
foreseeable future we plan to continue 
these practices with the expectation 
that we can continue to achieve the 
financial results that we have 
experienced during the preceding 
five years. 


Dividends: The Company has paid a 
quarterly dividend for 184 consecutive 
quarters. The annual payout ratio since 
1971 has varied between 53 and 61 
percent of the prior year’s earnings. 

The highest payout ratio during the 
last four years was for 1974 and 
represents the company's intention to 
continue its practice established prior 
to federal controls on dividends of 
paying out approximately 60 percent of its 
prior year’s earnings in dividends to its 
shareholders. A quarterly comparison 
of dividends paid in 1975 and 1974 on 
a per share basis is as follows: 



1975 

1974 

1st Quarter . . . 

$.075 

.065 

2nd Quarter . . . 

.075 

.065 

3rd Quarter . . . 

.075 

.075 

4th Quarter . . . 

.090 

.075 

TOTAL . . . 

. . . $.315 

.280 


Market price of common stock: The 

common stock of Dr Pepper Company 
is listed on the New York Stock 
Exchange. The following table shows 
the reported high and low sales price 
of these securities for the periods 
indicated: 

1975 1974 




High 

Low 

High 

Low 

1st 

Quarter . 

. 13 

7 

22% 

16% 

2nd 

Quarter . 

. 15% 

11% 

18 7 /e 

15% 

3rd 

Quarter . 

. 12V4 

8% 

16% 

6% 

4th 

Quarter . 

. 1214 

9% 

10 

6’/2 


23 































Ten Year Financial Review 


Financial 

Year 

Results 

Net Sales 


Net 

Earnings 

Earnings 

Per Share Dividends 

Dividends 

Per Share 

Shares 

Outstanding 

1975 

$138,250,075 


11,904,135 

.62 

6,018,782 

.31 % 

19,110,034 

1974 

128,299,707 


9,901,699 

.52 

5,347,606 

.28 

19,106,034 

1973 

98,918,466 


9,735,500 

.51 

4,299,399 

.22% 

18,998,734 

1972 

82,037,876 


8,189,241 

.43 

3,878,553 

.20 4 / 5 

18,869,934 

1971 

67,769,898 


6,884,775 

.37 

3,613,649 

.19 V 2 

18,697,860 

1970 

61,028,665 


5,733,917 

.31 

2,916,812 

.15% 

18,645,360 

1969 

52,709,359 


4,672,571 

.25 

2,618,966 

.141/8 

18,584,460 

1968 

44,079,937 


4,197,436 

.23 

2,142,866 

. 11 % 

18,490,620 

1967 

35,614,110 


3,588,089 

.20 

1,583,555 

.08% 

18,247,260 

1966 

30,008,756 


2,956,213 

.17 

1,381,856 

.07% 

17,898,060 

Financial 

Year 

Position 

Current 

Assets 

Current 

Liabilities 

Working 

Capital 


Fixed Assets Other 

Net Assets 

Stockholders’ 

Equity 

Book Value 
Per Share 

1975 

$35,764,485 

8,827,274 

26,937,211 


16,040,840 6,582,739 

49,560,790 

2.59 

1974 

23,546,442 

4,958,019 

18,588,423 


15,360,657 9,688,357 

43,637,437 

2.28 

1973 

32,068,704 

7,247,439 

24,821,265 


11,296,594 2,052,235 

38,170,094 

2.01 

1972 

26,474,222 

6,076,494 

20,397,728 


9,392,973 1,815,888 

31,606,589 

1.67 

1971 

21,221,297 

5,831,373 

15,389,924 


8,810,399 1,427,610 

25,627,933 

1.37 

1970 

18,449,724 

5,279,358 

13,170,366 


8,055,568 805,022 

22,030,956 

1.18 

1969 

15,619,602 

4,568,016 

11,051,586 


7,805,838 719,103 

19,576,527 

1.05 

1968 

13,093,309 

3,497,143 

9,596,166 


6,949,627 717,293 

17,263,086 

.93 

1967 

11,790,150 

3,703,502 

8,086,648 


6,221,394 543,572 

14,851,614 

.81 

1966 

9,322,130 

3,453,595 

5,868,535 


5,966,646 537,800 

12,372,981 

.69 
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